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SUBJECT: GOV BORROW $1 BILLION FROM INTERNATIONAL 
BANKING CONSORTIUM 

REF: CARACAS 1 1464 

1 . MINISTRY OF FINANCE ANNOUNCED SEPTEMBER 29 THAT 
GOV HAS AGREED TO BORROW $1 BILLION FROM INTERNATIONAL 
BANKING CONSORTIUM. AGREEMENT WILL BE SIGNED IN CARACAS 
OCTOBER 8 BY REPRESENTATIVES OF THE CENTRAL BANK AND 
THE LENDING BANKS. THE FUNDS WILL BE USED TO FINANCE 

THE CONSOLIDATION OF SHORT TERM FOREIGN OBLIGATIONS 
WHICH WERE CONTRACTED BY A NUMBER OF DECENTRALIZED 
GOVERNMENT INSTITUTIONS AND WHICH FALL DUE DURING THE 
NEXT SIX MONTHS. RECENTLY ENACTED LEGISLATION PROHIBITS 
INDIVIDUAL AGENCIES FROM INCURRING FOREIGN DEBT AS THEY 
HAVE BEEN ABLE TO DO IN THE PAST. 

2. CITICORP INTERNATIONAL LTD. AND MORGAN GUARANTY 
TRUST CO. HAVE AGREED TO TAKE $150 MILLION AND $100 MILLION 
RESPECTIVELY. OTHER CREDITORS REPORTEDLY INCLUDE 
ROYAL BANK OF CANADA ($100 MILLION), CONTINENTAL 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 CARACA 11725 302203Z 

ILLINOIS NATIONAL BANK ($50 MILLION), WITH VARIOUS 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


JAPANESE AND EUROPEAN BANKS TAKING SMALLER AMOUNTS. 
TERMS OF THE LOAN CALL FOR REPAYMENT OVER SEVEN YEARS OF 
PRINCIPAL AND INTEREST AFTER A TWO YEAR GRACE PERIOD. 
INTEREST ACCRUES AT BETWEEN SIX AND SEVEN PERCENT, AND 
IS TIED TO LONDON INTERBANK RATE. 

3. IN CONVERSATION WITH EMBOFF, CITIBANK OFFICIAL 
DESCRIBED LOAN AS FIRST STEP IN DEVELOPMENT OF PRUDENT, 
LONG-RANGE, PLANNED DEBT PROGRAM, INITIATED NOW IN 
ORDER TO GAIN MAXIMUM LEVERAGE FROM VENEZUELA'S 
SIGNIFICANT FOREIGN EXCHANGE RESERVE HOLDINGS. HE 
EXPRESSED OPINION THAT VENEZUELA WOULD BECOME NET 
BORROWER IN INTERNATIONAL MONEY MARKETS WITHIN FIVE- 
TEN YEARS, AND WILL NEED EXCELLENT DEBT RECORD TO 
SUSTAIN CREDIT RATING AS OIL RESERVES BECOME DEPLETED. 
VAKY 
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